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1. WE APPRECIATE EMBASSY COMMENTS ON AWACS DEPLOYMENT AND 
WE AGREE THAT YOU NOT RPT NOT DISCUSS AWACS DEPLOYMENT AT 
THIS TIME WITH PRIME MINISTER OR OTHER GOI OFEICIALS. 
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2. THERE ARE SOME ELEMENTS IN THE EQUATION YOU MAY NOT YET 
BE AWARE OE. ALTHOUGH AGUSTSSON DID NOT REACT WHEN ADVISED 
BY SECRETARY OF DEFENSE BROWN OF DECISION TO DEPLOY AWACS, 
ADMIRAL KIDD WAS ABLE TO FOLLOW UP ON IMPORTANCE OE THIS 
DECISION DURING NORFOLK PORTION OF MINISTER'S VISIT (SEE 
ADMIRAL KIDD'S CABLE WHICH WAS POUCHED TO YOU ON OCT. 12). 
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BY THE TIME THE GROUP ARRIVED IN NOREOLK, THE SIGNIEICANCE 
OE THE US DECISION TO DEPLOY AWACS TO ICELAND HAD BEEN 
GRASPED AND THE ADMIRAL WAS ABLE TO RE-EMPHASIZE THE 
ENORMOUS MIT, IT ARY ADVANTAGES OE DEPLOYING E-3A AIRCRAET 
TO REPLACE THE EC-121 DETACHMENT AT KEFLAVIK IN 1978. 

THE MINISTER'S REACTION WAS POSITIVE (SEE PARA 8, REP B) 

AND DEPUTY PERMANENT UNDER SECRETARY HELGASON SPECIPICALLY 

NOTED THAT SUCH A DEPLOYMENT WOULD GO A LONG WAY TOWARD 
ANSWERING CRITICISMS OP THE US DEPENSE POSTURE AT KEPLAVIK 
CONTAINED IN THE RECENT CONGRESSIONAL BUDGET OPFICE STUDY 
WHICH HAD CAUSED SO MANY PROBLEMS POR SUPPORTERS OP THE 
BASE IN ICELAND. 

3. WHEN SECRETARY BROWN ADVISED AGUSTSSON OP OUR DECISION 
(PARA 3, REP C) HE STRESSED AWACS DEPLOYMENT AS AN ACTION 

WE WERE TAKING WHICH WOULD ENHANCE SIGNIPICANTLY THE EARLY 
WARNING AND AIR CONTROL CAPABILITIES AT KEPLAVIK AND THESE 
ARE AMONG THE PRIMARY FUNCTIONS PERFORMED BY THE BASE. 

AWACS DEPLOYMENT FALLS INTO THE SAME CATEGORY, ALBEIT ON 
A DIFPERENT SCALE, AS UPGRADING THE INTERCEPTOR SQUADRON 
TO THE P-4E MODEL. WE BELIEVE THAT THE MINISTER AND HIS 
GROUP WERE MOST IMPRESSED WITH THE SOPHISTICATION, CAPA- 
BILITY AND EXPENSE OP THE EARLY WARNING RESOURCES WHICH 
WE ARE GOING TO DEPLOY TO KEFLAVIK. THIS IS THE REACTION 
WE HAD HOPED POR AND, INDEED, EXPECTED. WE DO NOT BELIEVE 
SECRET 

SECRET 

PAGE 03 STATE 255233 

IT IS DESIRABLE TO ESTABLISH THE PRECEDENT OP SEEKING PER- 
MISSION POR UPGRADING THE EQUIPMENT AND RESOURCES WHICH 
WE COMMIT IN ORDER TO IMPROVE THE DEPENSE POSTURE OP THE 
ALLIANCE, ICELAND AND THE UNITED STATES. 

4. WHETHER OR NOT PERSONNEL ADJUSTMENTS OR OTHER ARRANGE- 
MENTS WILL HAVE TO BE MADE TO ACCOMMODATE AWACS DEPLOYMENT 
IS NOT CLEAR AT THIS TIME. THESE ARE TECHNICAL MATTERS 
ACCOMPANYING AN ACTION TAKEN IN THE JOINT INTERESTS OP 
ICELANDIC AND US DEPENSE AND WE WOULD HOPE THAT THEY 

COULD BE RESOLVED ROUTINELY AT AN APPROPRIATE LEVEL WHEN 
OUR ACTUAL REQUIREMENTS BECOME CLEAR. 

5. WE BELIEVE THAT AWACS DEPLOYMENT SHOULD BE KEPT COM- 
PLETELY SEPARATE FROM THE TERMINAL ISSUE. THE US IS UNDER 
ENOUGH PRESSURE PROM ICELAND ON THE TERMINAL AND GRANTING 
THE ICELANDERS THE OPPORTUNITY TO EXERT LEVERAGE ON THE 
TERMINAL ISSUE THROUGH DENIAL OR DELAY OP AWACS DEPLOYMENT 
WOULD, IN OUR VIEW, RISK JEOPARDIZING OUR NATIONAL SECURITY 
WHILE PUTTING OURSELVES AT A FURTHER TACTICAL DISADVANTAGE. 

6. ON THE TERMINAL ISSUE ITSELP WE WERE ENCOURAGED BY 
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ONE POSITIVE SIGN OE POSSIBLE MOVEMENT ON THE QUESTION 
AND THAT IS THE EMBRYO CONCEPT EOR A WARTIME US HOSPITAL 
THAT AROSE IN NORFOLK. AGUSTSSON, AS YOU KNOW, EXPRESSED 
INTEREST AND PROMISED TO CONSULT HALLGRIMSSON SOON AFTER 
HIS RETURN. THE MINISTER SAID HE HOPED TO REEINE ICE- 
LANDIC THINKING ON THE SUBJECT AND OBTAIN ICELANDIC 
GOVERNMENT AGREEMENT BEEORE COMING BACK TO YOU WITH AN 
ICELANDIC "INITIATIVE " WHICH WOULD BE REPORTED TO 

WASHINGTON EOR CONSIDERATION. THUS, ON THE TERMINAL 
PROBLEM, THE NEXT STEP IS UP TO ICELAND AND WE BELIEVE 
THAT AGUSTSSON IS EULLY AWARE OE THIS. MEANWHILE, THE 
DEPARTMENT HAS BEGUN FOLLOW-UP ACTION ON THE OTHER IMPOR- 
TANT BUT LOWER PRIORITY ASPECTS OE THE ICELANDIC REQUESTS 
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EOR ASSISTANCE AS SET EORTH IN THE MINISTER'S PREPARED 
STATEMENT. 

7. FINALLY, BASED ON OUR THINKING THAT AWACS AND THE 
TERMINAL BUILDING MUST BE ADDRESSED AS DISTINCT ISSUES, 

WE PLAN TO PROCEED ON THE EORMER WHILE AWAITING SOME WORD 
EROM THE ICELANDIC SIDE ON THE LATTER. 

8. THIS IS A JOINT STATE-DEFENSE MESSAGE. VANCE 
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